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BENNY WAMPLER: TI’m Benny Wampler. I’m Deputy

Director for the Departnent of Mnes, Mnerals and Energy,
and Chairman of the Gas and 0il Board. I’11 ask the members
to introduce thenselves starting with M. Brent.

MASON BRENT: My name is Mason Brent. I’m from

Ri chnond and | represent the Gas and G| Industry.

DONALD RATLI FF: I'm Donald Ratliff. I’'m from

Wse. | represent the coal industry.

SHARON PI GEON: I’m Sharon Pigeon. I’m with the

office of the Attorney General.

JIM MINTRYE: Jim McIntrye. I’'m from Wise,

Virginia. 1I'm a citizen representative.

BOB WLSON: I’m Bob Wilson. I’'m the Director of
the Division of Gas and G|, and Principal Executive to the
staff of the Board.

BENNY WAMPLER:  Thank you. The first itemon the

agenda is a petition fromprevailing plaintiffs for

di sbursenent of funds escrowed on their behalf for unit U 19.
This i s docket nunber VGOB-94-1024-0475-01. It was
continued from May. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
tine.

BOB W LSON: M . Chai r man.
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BENNY WAMPLER: M. WIson.

BOB WLSON: This particular application for

di sbursenent has been carried forward because the origina
application was inconplete and incorrect, so it was not
acceptable as filed in final form | have spoken to the
applicants and | was under the inpression that they were
going to send ne a request that this one be w thdrawn for
subm ssion at a later date. | did not get anything from
those folks. | would like to ask the Board if we could just
remove this one fromthe docket until such time as it’s
properly filed. This application did not require any noney

to change hands. They haven’t paid for it or anything like

this. There will be no penalty for withdraw ng this except
that we lose this docket number. I don’t know when they’re
pl anning to conme back before the Board with this particular

issue. I haven’t made a lot of progress getting the proper
appl i cation.
(M. Wanpler and Ms. Pigeon confer.)

BENNY WAMPLER: We’11 just dismiss this docket

nunber then. |s that in agreenent with the Board?

MASON BRENT: You need a notion for that.

DONALD RATLI FF: Do you need a notion?

BENNY WAMPLER: Go ahead and let’s do it that way.




MASON BRENT: | nmove that we dism ss that docket

item

DONALD RATLI FF:  Second.

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al'l Board nmenbers indicate in the affirmative.)

BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MASON BRENT: On that matter if | may just ask---7?

BENNY WAMPLER:  Yes.

MASON BRENT: ---was there any follow up on...as |

recall on sone other natters there? There were sone |iens
t hat needed to be rel eased and such?

BOB WLSON: We’re still waiting on documentation

for that. W have not disbursed the noney as approved by the
Board because we are waiting proper docunentation of the
liens as prom sed.

MASON BRENT: Ckay.

BENNY WAMPLER.  We did have...| think you naybe you

have copies. W did have a filing by...or a letter fromthe
attorney, just the same thing we’re talking about, that

essentially said he was going to go to Court if we didn’t go
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ahead and issue the order and the check.

MASON BRENT: You ain’t seen that?

BENNY WAMPLER: We don’t have the documentation and

| think Ms. Pigeon responded to himto |et himknow that he
can go to Court if he wants to, but until we get the
i nformation---.

MARK SWARTZ: Just send hima map, huh?

BENNY WAMPLER:  ---we will not be disbursing the

funds. He was essentially saying the IRS has no ability to
be in line for any money and that it’s improper for us to
hold for that reason. We said really we’re not holding for
that reason. We’'re waiting for the attorney of the person
who cane forward to provide the information that he
stipul ated he would provide. So, anyway.....

The next itemon the agenda is a petition from CNX
Gas Conmpany, LLC for pooling of a coal bed nethane until AY-
101. This is docket nunber VGOB-04-0615-1295. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

(M. Arrington distributes revised exhibits.)
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MARK SWARTZ: Do you want to swear the witness for

(M. Arrington is duly sworn.)
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LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q State your nane for us, please.

A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC

Q Ckay. And where is their office |ocated?
A P. O Box, Bluefield, Virginia.

Q Ckay. And do you have a title?

A Manager of environnental and permtting.

Q Did you or...either personally or by
supervi sory capacity cause the notice of hearing and the
application and exhibits to be prepared with regard to AY-
1017

A Yes, | did.

Q And, 1in fact, you’re the fellow that signed

the notice of hearing and the application, is that correct?

A Correct.
Q Wo is the applicant?
A CNX Gas Conpany.
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And that’s an LLC?
Yes, it is.
Is it a Virginia LLC?

Yes.

o > O >» O

And is that conpany a wholly owned i ndirect
subsidiary of Consol Energy, Inc.?

A Yes, it is.

Q | s CNX aut horized to do business in the
Commonweal t h?

A Yes, it is.

Q And who is it that the applicant is

requesting be the Board’s designated operator?

A CNX Gas.

Q As wel | ?

A Yes.

Q Ckay. And with regard to that matter, has

CNX filed a bl anket bond as required by | aw?

A Yes, it has.

Q And has it registered as an operator with
the Departnent of M nes, Mnerals and Energy?

A Yes, it has.

Q Have you listed all of the folks in both the

noti ce of hearing and Exhibit B-3 that you’re seeking to pool
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t oday?

A Yes, we have.

Q And what did you do to notify them of
today’s hearing?

A We nailed by certified nmail return receipt
requested on May the 14th, 2004, and published in the
Bluefield Daily Tel egraph on May the 21st of 20047

Q And have you filed this norning proofs with
regard to publication and mailing with M. WIson?

A Yes, we have.

Q Ckay. Do you wish to add anybody as a
respondent or dism ss anybody as a respondent with regard to
AY- 1017

A No.

Q Qobvious...it looks |ike you have...well, go
ahead and tell the Board what...what you’ve been able to
| ease and what is still outstanding and needs to be pool ed?

A 100...we’'ve leased 100% of the coal owner’s
claimto coal bed net hane, and 47.2543% of the oil and gas
owner’s claim to coalbed methane. We’re seeking to pool
52.7457% of the o0il and gas owner’s claim.

Q Ckay. |Is there one tract here that has just

a nmultitude of owners?

10
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A Yes, it is.

Q And is that the probl en?

A Yes, it is.

Q If we | ook, for exanple, at page one of five

of B-3, we’ve even got folks who have an undivided 1/630th
interest, correct?

A Yes.

Q And have you, you know, attenpted to | ease

as many of these people as you can to date?

A W have.
Q And I assume you’re continuing to try and
| ease nore of thenf
Yes.
Ckay. Also, just an oddity with regard to
the title, there’s a Mr. Martin in...if we look at page four
of five, for exanple, who has 7.2256% and then if we | ook at

page five of five in another...in Tract 1D, he’s got

14.7184% Do you see that?

Yes.

Has he entered into a split agreenent with
soneone?

Yes, he has.

And so essentially half of that interest has

11
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been in effect transferred to soneone that we do have a | ease
relationship with?

A That’s correct, it has.

Q And is it true that there is sone other
fol ks as well who have entered into split agreenents?

A Yes.

Q kay. Wth regard to escrow requirenents
here, is it true that there are conflicts in Tracts 1B and 1C

that require escrow?

A That’s correct.

Q And then we’ve got an address unknown and
some unknown heirs in, | think, Tract 1C, is that correct?

A That’s correct.

Q And as we indicated a moment ago, there’s

sone split agreenents. So, you filed an Exhibit EE?

A Yes, we have.

Q And are you requesting that any order that
the Board m ght enter allow the operator to pay the fol ks who
have split agreenents directly consistent with the terns of

their witten split agreenents?

A Yes, we are.
Q Ckay. This is a Nora unit, correct?
A It is.

12
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Q
well for this uni

A

Q

And are you proposing one well...one frac
t?
Yes, we are.

And is that well...actually it looks like it

has probably been drilled or at least it’s permitted.

A

> O » O » O >» O >» O

Q
have been able to
unit---?
A
Q
you offered thenf
A

Yes.

Wi ch one?

| think it has been drilled.

Okay. And it has permt nunber 54307
Yes.

And the estinmated depth is 2,636 feet?
Yes.

And is it located in the drilling w ndow?
Yes, it is.

How many acres in the unit?

58. 77.

Ckay. Wth regard to the fol ks that you

| ease, and bearing in mnd this is a CBM

Yes.

---what have you offered...what terns have

It’s our standard lease terms for a coalbed

13
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nmet hane |l ease is a dollar per acre per year with a five year
paid up term and one-ei ghth production royalty.

Q Okay. Today we’re also going to have some
conventional wells.

A Yes.

Q Are there different terns that you have been
offering wwth regard to conventional wells?

Yes, it is.

Q And what woul d t hose be?

A The sane production royalty, a five dollars
an acre---.

Q Bonus?

A - --bonus.

Q Ckay. You tendered to the Board an estinate

of costs and an exhibit which, in fact, reflects sone of the

actual costs.

A W have.

Q Ckay, and the total estimated and act ual
costs incurred to date with regard to this well is what
nunber ?

A $212,571. 39.

Q Ckay. Is it your opinion that the plan for

devel opnent of coal bed nethane within this Nora unit, as

14
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di scl osed by the application and exhibits, is a reasonable
plan to do that?

A Yes, it is.

Q And if you take the leases that you’ve been
able to obtain from 100% of the coal owners and, in effect,
nore than half of the oil and gas owners and conbi ne t hat
with a pooling order, will those two things serve to protect
the correlative rights of all of the owers and claimants to
coal bed nethane within this unit?

A Yes, it will.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER' M. Kiser. State your nanme for the

record.
JIMKISER JimKiser, on behalf of Equitable
Production Conpany. D d you submt a EE today or sonething?
MARK SWARTZ:  Yeabh.

LESLI E K. ARRI NGTON:  Un- huh

JIMKISER Can | get a copy of that?

MARK SWARTZ: W11, we didn’t submit it today. I

mean, it was in the---.

15
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JIMKISER: It wasn’t in the application I got.

LESLI E K. ARRI NGTON: It should have been.

MARK SWARTZ: Here you go.

JIMKISER So, Ted Martin and Harrison-Watt did a
split agreenment?

LESLI E K. ARRI NGTON:  Un- huh

MARK SWARTZ: With regard to...actually there’s

two tracts. Wth regard to 1C--.
JIMKISER  And 1D?

MARK SWARTZ: ---and with regard to 1D

JIMKISER Ckay. Wen did he do that?
LESLIE K ARRINGION: I can’t answer that. You

know, without the document in hand, I don’t know.
JIM KI SER: Okay. And he’s the oil and gas owner
that Equitable has a |ease from right?

MARK SWARTZ: Ri ght .

LESLI E K ARRI NGTON: That should have...Jim that

shoul d have been in your application.
JIMKISER Ckay. |If you guys would just get ne a
copy of this because it wasn’t in there.
(M. Swartz, M. Kiser and M. Arrington confer.)
BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

16
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No, I don’t.

BENNY WAMPLER: Is there a notion?

JIM McINTRYE: Mbtion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al Board nenbers indicate in the affirmative.)

BENNY WAMPLER.  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of a coal bed nethane unit AY-120, docket nunber VGOB-
04-0615-1296. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington again

BENNY WAMPLER: The record will show there are no

others. You may proceed.

LESLI E K. ARRI NGTON

17



DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane.

A Leslie K  Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC

Q And what’s your title with them?

A Manager of permtting and environnental .

Q Did you either yourself prepare or have
prepared under your direction the notice of hearing, the
application and the exhibits with regard to the pooling
application in AY-1207?

A Yes.

Q Did you list the people that you’re seeking

to pool as respondents in both the notice of hearing and

Exhi bit B-3?
A Yes.
Q Have you filed today with the Board sone

revi sed exhibits?

A Yes, we have.

Q You filed an Exhibit B-2. So, I’d assume
you want to di sm ss soneone.

A. That’s correct.

18
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Who is it that you’re dismissing?
M I dred WI son.
And why?

> O >» O

That interest was | eased.

Q Okay. And then you filed a revised Exhibit
B-3. Is the only revision to B-3 to subtract MIdred WIson?

A Yes.

Q And then you filed a revised Exhibit A page

two and what was the purpose of that?

A To reduce our unleased interest---.

Q Ckay.

A ---by the anobunt that MIdred WI son had.
Q Ckay. So, the lease fromMIdred WIson

caused all of the revised exhibits?

A That’s correct.

Q And if you would explain to the Board what
percent age of coalbed methane interest and claims you’ve
acquired in this unit and what remai ns outstandi ng and needs
to be pool ed?

A We’ve leased 99.8138% of the coal owner’s
claimto coal bed net hane and 97.5496% of the oil and gas
owner’s claim. We’re seeking to pool 0.1862% of the coal

owner’s claim and 2.4504% of the o0il and gas owner’s claim.

19
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Q Now, this is a Mddle R dge unit, is that

correct?
A Yes, it is.
Q What’s the acreage?
A 58. 74.
Q How many wel | s?
A One.
Q Is it in...in the drilling w ndow?
A Yes, it is.
Q Okay. This well is permitted and what’s the

permt nunber?

A 5694.

Q The depth, is it 25027

A | believe so.

Q Ckay. And have you provided the Board with

an estimate of costs that have yet to be incurred and a
report listing actual...sone actual costs?
A Yes, I have. 1It’s $278,237.98.

MARK SWARTZ: Okay. M. Chairman, | would like to

incorporate fromthe prior hearing the testinony with regard
to the applicant and the designated operator and the | ease
terms, if | could.

BENNY WAMPLER:  That will be incorporated.

20
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MARK SWARTZ: Thank you.

Q What did you do to notify the respondents
that we were going to be having hearing today?

A We mailed by certified mail, return receipt
requested on May the 14th, 2004, published in the Bluefield
Dai ly Tel egraph on May the 22nd, 2004.

Q And have you filed your proofs this norning
wth M. Wlson in that regard?

A Yes, we have.

Q s the plan to devel op the coal bed net hane
resources within AY-120 as di scl osed by the application and
the exhibits, in your opinion, a reasonable plan to do that?

A Yes, it is.

Q And if we coupled the | eases that you have
obt ai ned and ot her agreenents fromthe owners and clai mants
with a pooling order pooling the percentages that you’ve
described, will that serve to protect the correlative rights
of all claimants and owners in this unit with regard to
coal bed net hane that m ght be produced?

A Yes, it wll.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

21
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one,

SHARON Pl GEON: You do have an Exhibit E on this

right?
LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: Right. Actually, there’s---.

Q Les, there are conflicts in 2A, 2F and 2G

is that right?

A. It is.

MARK SWARTZ: And then we’ve got the split

agreenent EE as wel|.

BENNY WAMPLER. Do you have anything further?

MARK SWARTZ: | do not.

BENNY WAMPLER: Is there a notion?

JIM McI NTRYE: Mbtion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying

(Al Board nenbers indicate in the affirmative.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

22
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is a petition from CNX Gas Conpany, LLC for creation of a
drilling unit and pooling of a conventional gas unit TC 10,
docket nunber VGOB-04-0615-1297. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane, again?
A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC

Q What’s your...what’s your title?

A Manager of environnental and permtting.

Q Did you either prepare personally or cause
to be prepared under your supervision the notice of hearing,
application and rel ated exhi bits?

A Yes, | did.

Q And did you, in fact, sign those...the

23
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noti ce of hearing and application?

A Yes.

Q Who’s the respondent here?

A Buchanan County.

Q Okay. And that’s the only one?

A Yes, it is.

Q VWhat did you do to notify thenf

A We mailed by certified mail, return receipt

on May the 14th, 2004, and published in the Bluefield Daily
Tel egraph on May the 24th, 2004.

Q Ckay. And did you file proofs with regard
to mailing and publication today with M. WI son?

A Yes, we did.

MARK SWARTZ: Mr. Chairman, I’d like to incorporate

the testinony fromthe first hearing, | guess docket itemtwo
today, with regard to the applicant, the operator and | ease
terns.

BENNY WAMPLER: That will be incorporated. You’ve

got to change...is the |lease terns the sane for conventional ?

MARK SWARTZ: Well, he already testified to

conventi onal .

LESLI E K. ARRI NGTON:  Ckay.

MARK SWARTZ: He testified to both in the first.

24
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LESLI E K. ARRI NGTON:  Ckay.

BENNY WAMPLER: But this one is a five doll ar

bonus?

MARK SWARTZ: Right. Correct.

BENNY WAMPLER:  Go ahead.

Q This is a conventional well as opposed a CBM
wel | ?

A Yes, it is.

Q And your prior testinony was that there was

one di fference between those | ease terns?

A Yes, it would be.

Q And what’s the difference?

A It was a bonus paynent froma dollar to five
dol | ars.

Q Okay. And in this instance we’re seeking
both to create a drilling unit and to pool it?

A Yes.

Q Is this application to create a statew de

spaci ng unit?
A Yes, it is.
Q Ckay. And if we |look at the plat here, you

can see that it’s a circular unit, correct?

A Yes.

25
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Q

What’s the radius?

1250 feet.

And the acreage in that unit?
s 112. 69 acres.

Ckay. And what interests have you acquired

in the conventional oil and gas here?

A

Q
application that

A

Q
well is going to

A

Q

A

94.3385%. We’re seeking to pool 5.6615%.
And | take it fromreview ng your

there is no escrow required?

No.

You’ve described the formations that this
test at paragraph eight of your notice?
Yes, we have.

And what woul d t hose be?

It’s...all of the...it’s Raven Cliff, Max,

and Big Line Berea, Gordon and Devoni an Shell s.

Q
A

Q

O any other---?
Anyt hi ng el se.
Ckay. Have you provided the Board with an

estimate of unincurred costs that may contain sone actua

costs and, if so,

t hose would be in bol d?
Yes.

And what’s the total of the costs?
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A $287, 386.

Q Do you have a permt nunber?

A I believe it’s on yours. 5930

Q And what’s the total depth here?

A 5,018 feet.

Q And the location of the well is actually the
center of the...well, not quite the center of it.

A It is.

Q It is the center of the circle?

A Yes.

Q Okay. Is there another well? Oh, it’s a
CBM wel | .

A Yes.

Q Ckay. |Is the plan of devel opnent of

conventional gas within this unit that you’re seeking to
create, in your opinion, a reasonable plan?

A Yes, it is.

Q And if you take the leases that you’ve been
able to obtain for roughly 95% of this unit and conbi ne that
with a pooling order pooling the Buchanan County’s interest,
woul d that in conbination serve to protect the correlative
rights of all owners and claimants to the conventional gas

her e?
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A. Yes, it wll.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER:  You show 1B and 1C as unknown
surface owners. |Is there...is that a house at 1C show ng no
one...is no one living or---7?

LESLIE K ARRI NGTON: Yes. No, there’s someone

that |lives there.

BENNY WAMPLER:  But----?

LESLIE K. ARRI NGITON: We just didn’t...we didn’t

..wasn’t doing anything to that property.

BENNY WAMPLER: Ot her questions?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

MARK SWARTZ: No, I don’t.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: Move to approve, M. Chairman.

BENNY WAMPLER:  Mbtion to approve.

JI M M| NTRYE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
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(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al'l Board nmenbers indicate in the affirmative.)

BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from CNX Gas Conpany, LLC for
creation of a drilling unit and pooling of conventional gas
unit 25449, docket nunmber VGOB-04-0615-1298. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q State your nane, again.
A Leslie K Arrington.
Q Who do you work for?
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A CNX Gas Conpany, LLC

Q What’s your title with them?

A Manager of environnental and permtting.
Q Did you either prepare or cause to be

prepared the notice of hearing, application and rel ated
exhibits with regard to well nunber 254497

A Yes, | did.

Q And did you, in fact, sign personally the
noti ce of hearing and the application?

A Yes.

Q Have you listed the folks that you’re
seeking to pool in the notice of hearing and again in Exhibit
B- 3?

A Yes, we have.

Q What did you do to notify those peopl e of
today’s hearing?

A It was mail ed on May the 14th, 2004,
published in the Bluefield Daily Tel egraph May the 25th of
2004.

Q And did you file proofs with regard to
mai | ing and publication wwth M. WIson today?

A Yes, | did.

Q This is a conventional well?
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Q

Yes, it is.

And how many acres does the unit that we’re

seeking to create contain?

A
Q

112. 69 acres.

Ckay. And, again, the well would be the

center of the circular unit?

A
Q
A
Q

Yes, it is.
And t he radius?
It’s 1250 feet.

What interest have you acquired so far by

| ease or purchase?

A
9. 4646%

estimate?
A
of 6,655 feet.
Q
A

90.5354% is leased and we’re seeking to pool

Okay. There’s no escrow requirement here?

No.

Have you provided the Board with a well

Yes, we have. It’s $326,360.25, to a depth

It doesn’t look you have a permit yet.

I didn’t at that time. I think it has been

issued, but I don’t have that with me.

Q

Ckay. Are the formations, or at |east sone
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of the formations that you plan to test |listed at paragraph

ei ght of the notice?

A Yes.
Q And what woul d t hose be?
A It’s the Raven Cliff, Max and Big Line,

Berea, Gordon and Devonian Shells and anything that’s
produci ng within those fornmations.

MARK SWARTZ: Okay. Mr. Chairman, I’'d like to

incorporate Mr. Arrington’s prior testimony with regard to
the applicant, the operator and the conventional |ease terns.

BENNY WAMPLER: They’11 be incorporated.

Q And this is an application that seeks
to...approval to drill one well, right?

A Correct.

Q Do you want to add anybody as a respondent

or dism ss anybody as a respondent today?

A No.

Q s the plan for devel opi ng the conventi onal
gas within this unit that you’re seeking to create, in your
judgnent, a reasonable plan to do that?

A Yes, it is.

Q And if we couple the | ease and purchase

arrangenents that the operator has been...the applicant has
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been able to enter into wwth a pooling order pooling the

respondents naned in the notice and Exhibit B-3, would those

two things serve to protect the correlative rights of al

owners and cl aimants to the conventional gas in this unit?

Boar d?

A Yes, it wll.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: Move to approve, M. Chairman.

JI M M| NTRYE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

fourth.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al Board nenbers indicate in the affirmative.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you very nmuch. Have a good
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BENNY WAMPLER. The next itemon the agenda is a

petition from Equitable Production Conpany for a well

| ocati on exception for proposed well V-536398, docket nunber

VGAEOB- 04- 0615- 1300. We’d ask the parties that wish to address

the Board in this matter to cone forward at this tine.
JIMKISER M. Chairman and nenbers of the Board,

JimKi ser on behalf of Equitable Production Conpany. Qur

witness in this matter will be M. Don Hall.

BENNY WAMPLER: Go ahead and swear him

(M. Hall is duly sworn.)
BENNY WAMPLER: The record will show there are no

others. You nay proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER:

Q Mr. Hall, if you’d state your name for the
Board, who you’re employed by and in what capacity?

A My name is Don Hall. I’m employed by
Equi t abl e Producti on Conpany as District Landnan.

Q Do your responsibilities include the |and
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involved in this

A

Q
we filed seeking

A

Q
required by Secti
regul ati ons?

A

Q
ownership of the
nunber V-536103?

A
100%

Q

situation here?

unit and in the surroundi ng area?

Yes.

Are you famliar with the application that

a |location exception for well V-536103?

Yes.

Have all interested parties been notified as

on 4(B) of the Virginia Gas and G| Board

They have.

Wul d you indicate for the Board the

oil and gas underlying the unit for well

Pine Mountain Ol and Gas Corporation owns a

Now, what about our reciprocal well

We'’ re seeking an exception from one, two,

three wells, is that correct?

A
Q
A
not an exception.
Q
A

That’s correct. We---.
Wit a mnute. One, two---.

There’s one shown on there that’s not...it’s

Actually four wells.

No.
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BENNY WAMPLER: I only saw two that’s an exception
to.

A It’s an exception to P-107 in the south...
nort hwest corner, PH 25 in the northeast corner, and 2016 in
t he sout heast corner.

Q What about 1067?

A And. .. where do you see 1067

MASON BRENT: P-106.

P- 106.

A Ch, yes, P-106 is in the southwest corner.

Q So, it is four wells?

A So, it’s four wells, yes.

Q Everybody got those?

A P-87 is shown to the west, but it’s shown

for other purposes. W have the right to operate all those
wells with the exception of EH 25, which is an Appal achi an
Production Company well and we’re a partner in that well.

Q And we did notify Appal achi an Energy, which
is Frank Henderson’s company and Frank’s okay with this
application, is that correct?

A That’s correct.

Q Coul d you explain for the Board, in

conjunction with the plat, why we’re seeking this location
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exception?

A Where it’s located among those five wells,
there’s no place that you could get 2500 feet fromall of
those wells. So, there’s really no legal location in that
particul ar spot.

Q So, in the event this |ocation exception
were not granted, would you project the estimated | oss of
reserves resulting in waste?

A 400 mllion cubic feet.

Q And what’s the total depth of the proposed
wel | under the plan of devel opnent?

A It’s 5120 feet.

Q Wuld this be sufficient to penetrate and
test the conmmon sources as supplied in the subject

formati ons?

A Yes.

Q Has a permt been applied for?

A I'm not sure.

Q s the applicant requesting this |ocation

cover conventional gas reserves to include the designated
formations fromthe surface to the total depth drilled?
Yes.

Q In your opinion, would the granting of this

37



1 location exception be in the best interest of preventing

2 waste, protecting correlative rights and maxi m zing the

3 recovery of the gas reserves underlying the 112.69 acre unit
4 for V-5361037?

5 A They woul d.

6 JIMKISER Nothing further of this witness at this
7 time, M. Chairman.

8 BENNY WAMPLER:  Questions from nenbers of the

9 Board?

10 (No audi bl e response.)

11 BENNY WAMPLER: |s there a notion?

12 JIM McINTRYE: Mbdtion to approve.

13 MASON BRENT: Second.

14 BENNY WAMPLER:  Mbtion and second. Any further

15 di scussi on?

16 (No audi bl e response.)

17 BENNY WAMPLER.  All in favor, signify by saying

18 yes.

19 (Al Board nenbers indicate in the affirmative, but

20 Donald Ratliff.)

21 BENNY WAMPLER.  (Opposed, say no.

22 (No audi bl e response.)

23 BENNY WAMPLER:  You have approval, .
24
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1 DONALD RATLIFF: 1711 abstain, Mr. cChairnan.

2 BENNY WAMPLER: One abstention, M. Ratliff.

3 BENNY WAMPLER. The next itemon the agenda is a
4 petition from Equitable Production Conpany for a well

5 location exception for proposed well V-536398, docket nunber
6 VGOB-04-0615-1300. We’d ask the parties that wi sh to address
7 the Board in this matter to cone forward at this tine.

8 JIMKISER M. Chairman, again, M. Hall wll be
9 our wtness for this matter.

10

11

12

13 DON HALL

14 DI RECT EXAM NATI ON

15 QUESTI ONS BY MR Kl SER

16 Q M. Hall, do your responsibilities include
17 the land involved here and in the surrounding area?

18 A They do.

19 Q Are you famliar wth the application that

20 we filed seeking the |ocation exception for this well?

21 A Yes.

22 Q And have all interested parties been

23 notified as required by Section 4(B) of the Virginia Gas and
24
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O |1 Board regul ations?

A They have.

Q Coul d you indicate for the Board the
ownership of the oil and gas underlying this unit?

A Pine Mountain G| and Gas owns 99. 22% of the
unit and Charlton Tiller owns .78%

Q And we’re seeking an exception fromjust one
wel | here, that bei ng BAD25527?

A That’s correct.

And does Equitable have the right to operate

that well?

A We do.
Q I guess that’s actually a dual producer?
A It was permitted as that. I’'m not sure.

It’s probably just producing in the conventional right now.

Q Okay. And there’s no correlative rights
I ssues?

A No.

Q Coul d you explain for the Board, in

conjunction with the plat why we’re seeking this exception?
A This spot was chosen by the coal conpany as
to not interfere with their surface mine operations as it’s

ongoi ng.
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Q In the event this |ocation exception were
not granted, would you project the estinmated | oss of reserves
resulting in waste?

A 400 mllion cubic feet.

Q And what is the total depth of the proposed
wel | under the plan of devel opnent?

A 5118 feet.

Q Are we requesting that this | ocation
exception cover conventional reserves to include the
designated formations fromthe surface to the total depth
drilled?

A Yes.

Q I n your professional opinion, would the
granting of this |location exception be in the best interest
of preventing waste, protecting correlative rights, and
maxi m zing the recovery of the gas reserves underlying the
unit as depicted for V-536398?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)
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BENNY WAMPLER: Is there a notion?

JIM McI NTRYE: Mbdtion to approve.

MASON BRENT: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying yes

(Al'l Board nmenbers indicate in the affirmative, but
Donald Ratliff.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval

DONALD RATLIFF: 1’11 abstain, M. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. The

next itemon the agenda is a petition from Equitable
Production Conpany for well |ocation exception for proposed
wel | V-536102, docket nunber VGEOB-04-0615-1301. We’d ask the
parties that wish to address the Board in the natter to cone
forward at this tine.

JIMK SER M. Chairman and nenbers of the Board,
we’d ask at this time that this petition be withdrawn from

the docket. We’re going to be able to avoid this exception.

BENNY WAMPLER: It is withdrawn. The next item on

the agenda is a petition from Equitable Production Conpany
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for creation and pooling of a conventional gas unit V-535859,
docket nunmber VGOB-04-0615-1302. W'd ask the parties that
W sh to address the Board in this matter to conme forward at
this tine.

JIMKI SER Again, M. Hall is our witness in this

matter. This is a pooling of a conventional unit.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Now, M. Hall, if you' d state your nane, who
you' re enpl oyed by and what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landnman.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A They do.

Q Are you famliar wth the application we
filed seeking the establishnent of a unit and pooling any
unl eased interest for EPC well nunber V-535859, which was
dated May the 14th, 2004?
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A Yes.
Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
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to the application?

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A We do.

Q And prior to filing the application, were
efforts made to contact each of the respondents within the
unit in an attenpt nade to work out a voluntary | ease
agr eenent ?

A Yes.

Q What is the interest of Equitable under

|l ease within the unit?

A W have...we have 92. 38% | eased.

Q And are all the unleased parties set out at
Exhi bit B-3?

A Yes.

Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A. Yes.
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Q And what is the interest that's unl eased?

A 7.62%

Q And that's represented by Tract 3, which is
owned by the Wse County School Board?

A That's correct.

Q And | believe you have told ne that they..
when you contacted them they told you just to go ahead and

force pool thenf?

A That's correct.

Q We don't have any unknown interest owners?
A No.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents naned
t he exhi bits?

A Yes.

Q Are the addresses set out in Exhibit Bto
the application the | ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all the unleased interest as listed at Exhibit B-3?

A Yes.
Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
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area?

Yes.
Q Coul d you advise the Board as to what those
are?
A We pay a five dollar bonus, on a five year

termand with a one-eighth royalty.

Q I n your opinion, do the terns you' ve
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A Yes.

Q Now, as to those respondents who are not
| eased, that being the Wse County School Board, do you agree
that they be allowed the follow ng options with respect to
their ownership interest wwthin the unit: one, participation;
two, a cash bonus of five dollars per net mneral acre, plus
a one-eighth of eight-eighths royalty; three, in lieu of a
cash bonus and a one-eighth of eight-eighths royalty, share
in the operation of the well on a carried basis as a carried
operator under the follow ng conditions: Such carried
operator shall be entitled to his share of production from
the tracts pool ed accruing to his interest exclusive of any

royalty or overriding royalty reserved in any | eases,
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assi gnnents thereof, or agreenents relating thereto of such
tracts but only after the proceeds applicable to his share
equal, A), 300% of the share of such cost applicable to the
interest of a carried operator of a |leased tract or portion
thereof; or B), 200% of the share of such cost applicable to
the interest of the carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you recommend that the order provide that
the el ections by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25328, attention Ml anie
Freeman, Regul atory?

A Yes.

Q Should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if no witten election is properly made by a respondent, then
such respondent shoul d be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.
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Q Shoul d t he unl eased respondents be given 30
days fromthe date the Board order is executed to file their
witten el ections?

A Yes.

Q | f an unl eased respondent elects to
partici pate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect that party
electing to participate to pay that share of cost in advance?

A W do.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order, and
thereafter annually on that date until production is
achi eved, to pay or tender any cash bonus or del ay rental
becom ng due under the order?

A Yes.

Q Do you recommend the order provide that if
the respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for the paynent of those costs, then their election
to participate should be treated as having been w t hdrawn and

voi d, such respondent should be treated as if no initia
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el ection had been filed under the order?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payable to that respondent be paid within 60 days after the
| ast date on which such respondent could have paid or nade
arrangenents for the paynent of those costs?

A Yes.

Q Ckay, we don't have any unknown or
unl ocateabl e interest owners wthin this unit. So, the Board
does not need to establish an escrow account, is that
correct?

A That's correct.

Q Ckay. And who shoul d be naned the operator
under any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what's the total depth of the well under

the plan of devel opnent?

A 5511 feet.

Q Estimat ed reserves for the unit?

A 450 mllion cubic feet.

Q Now, are you famliar with the well costs
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for the proposed well ?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A It has.

Q Was it prepared by an engi neering depart nent
know edgeable in the preparation of AFEs and know edgeable in
regard in particular to well costs in this area?

A Yes.

Q I n your professional opinion, does it
represent a reasonable estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs?

A The dry hole cost is $216, 790, and the
conpl eted well cost is $399, 955.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A It does.

Q I n your professional opinion, wuld the
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granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

MASON BRENT: | just have one question. On the
plat, if you'll look at that, in the upper third there's
a....below Boyd WIlians and above Daniel Wllians is a

dotted surface property line.
DON HALL:  Uh- huh.

MASON BRENT: It doesn't extend through the circle.

s that a real property line or is that just telling you
that the property lines are designated by a dotted |ine?

DON HALL: That's probably a real property line
right there. It didn't extend all the way through, but it's
not being disturbed by us, | don't think. | see what you're
sayi ng.

MASON BRENT: If it's a real property line,

shouldn't there be another tract nunber?

DON HALL: Fromthe surface standpoint, it
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shouldn't be. W don't nunber the surface tracts.

MASON BRENT: Ckay.

DON HALL: Just mneral tracts.

MASON BRENT: All right. So, you think that |ine

is just a real property line and it just doesn't extend al
the way through the circle?

DON HALL: Right. Yeah.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  You did say you don't plan any

di sturbance on that surface?

DON HALL: | don't think there's any dist...|
believe we cone in a different way. |'mnot positive about
that. | don't have...have a copy of the permt application.

| don't think it has been applied for yet.

BENNY WAMPLER. Do you have anything further?

JIMK SER M. Chairman, we'd ask that the
application be approved as submtted.

BENNY WAMPLER: Is there a notion?

DON HALL: | nove to approve, M. Chairnman
BENNY WAMPLER. Mbtion to approve. |Is there a

second?
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JIM McI NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(No audi bl e response.)

BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Col unbi a Natural Resources,
LLC for creation and pooling of a conventional gas unit

25406, docket nunber VGOB-04-0615-1303. W'd ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

JIMKISER M. Chairman, at this tine if it's okay
with yourself and the Board, ny witnesses with CNR have
agreed to...they're okay with skipping down to twel ve and
thirteen, which we are the last two Equitable itens and then
com ng back to ten and el even, which are their two itens.

BENNY WAMPLER: Al right, we'll do that. [I'll go

ahead and call the petition from Equitable Production Conpany
for repooling of a coal bed nethane unit VC 535872, docket

nunmber VGOB- 04-0420-1281-01. We'd ask the parties that w sh
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to address the Board in this matter to cone forward at this
tine.

JIMKISER M. Chairman, if you could also, I'd
ask that we maybe consolidate twelve and thirteen and you go
ahead and call thirteen at the sanme tine, too. | should have
told you that before you did that. |1'msorry. They're both
repoolings of units that we pooled earlier that just involved
one interest.

BENNY WAMPLER: ['Il also call the next item A

petition from Equitable Production Conpany for repooling of a
conventional gas unit V-550329, docket nunber VGOB-04-0316-
1269-01. W'd ask the parties that wish to address the Board
inthis matter to cone forward at this tine.

JIMKISER M. Chairman, JimKiser and Don Hall on
behal f of Equitable Production Conpany and then M. Counts is
her e.

LOYALL COUNTS: M nane is Loyall Counts. |

represent L. R and L.S. Counts and the known heirs of C & R
Associ ates, |ncorporated.

BENNY WAMPLER: Good norning. The record will show

there are no others. You nay proceed.
JIMKISER  VC-535872, which is itemtwlve is a

coal bed nethane unit that we pooled in April; and V-550329 is
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a conventional unit that we created and pooled in March. 1In
both of those applications, we listed M. Counts and his wfe
as | eased owners and subsequent title work, M. Counts and
|...he has his comments and he and | have tal ked severa
times...a couple of tinmes since this. Subsequent title work
has shown that that oil and gas interest in both cases is
owned by the |I. B. McReynolds heirs. So, that's the only
reason we're here repooling the units. If you want us to go
back through all the testinony, we'll be happy to, otherw se
what we're doing here is you see if you |l ook at your Exhibit
B-2 is adding and dism ssing parties to reflect what that
title work reveal ed.

BENNY WAMPLER. Do you have a witness to that or

are you just going to stipulate for the record? |Is that what
you' re going to do?
JIMKISER  Yeah, | signed the title opinions.
BENNY WAMPLER. Al right. Just tell us what the

B-2---.
JIMKISER  Ch, okay.
BENNY WAMPLER:  ---what you're doing in B-2 for
each one.
JIMKISER Ckay, |I'll start with item nunber

twel ve, which is 5872...535872. W're dismssing M. and
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Ms. Counts as the gas estate owners on Tract 2 and then
adding the I. B. McReynolds heirs...the unknown |. B.
McReynol ds heirs and then the potential claimof C & R
Associ ates, c/o of M. Counts.

BENNY WAMPLER: No change then on the B-3?

DON HALL: Guess they're the sane.

JIMKISER Wwell, it wll be the sane---.

DON HALL: W added...added Tract 2---.

JIMKISER Yeah, it will be a |arger unl eased
per cent age now because of the gas estate side of the CBM unit
because we were showing Tract 2 as owed by M. and Ms.
Counts and being |leased. So, that did change.

BENNY WAMPLER. And this reflects the change?

JI' M Kl SER: Yes, sir.
BENNY WAMPLER:  Ckay.

JIMKISER  So, we had 20.91%of the unit that we
were showi ng as | eased that's now unl eased.

DON HALL: And Exhibit E changed, too, escrow
exhi bit.

JIMKISER  Yeah. So, Tract 2 will now...the
escrow in the gas estate side changed, also.

BENNY WAMPLER: As reflected in this Exhibit E that

we have?
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JIMKISER As reflected in Exhibit E

DON HALL: Yes. The one's that revised.

JIMKISER  Revised 5/12/04. Then 550329, the
conventional unit, changes occur with tract three in this
particul ar case, which we're depicting as being owned and
| eased by M. and Ms. Counts. [It's 15.09% of the unit.
Again, it's now being listed as the unknown |. B. MReynol ds
heirs along with C & R Associates. That's reflected in B-2

B-3, we'll have the...we pick up the additional unleased

interest of Tract 3 and add it to Tract 4, so our total
unl eased percentage changes again there. It increases by
15.09% And Tract 3 is added to Exhibit E because of the
unknown McReynol ds heirs.

BENNY WAMPLER: So all of the exhibits in both of

these that are showi ng revised as of 5/12, 2004 refl ect those
changes that you've just described.

JIMKISER That is correct.

DON HALL: That's correct.

BENNY WAMPLER: Do you have anything further?

JIMKISER No, sir, other than the applications be
re-approved as revised.

BENNY WVAMPLER: M. Counts.

LOYALL COUNTS. Yes, before...l'mgoing to hand out
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a letter here, but I wuld like to reflect on the total
situation. | agree with M. Kiser that talking in tandem
here is fine, no problem | would like to---.

BENNY WAMPLER: Let ne get you sworn in.

LOYALL COUNTS: Ckay, please do.

(Wtness is duly sworn.)

BENNY WAMPLER: Go ahead, M. Counts.

LOYALL COUNTS: |'mgoing to hand these out here,

but I would appreciate it if you would not read themuntil
you' ve heard ny reflection on this.

M. Kiser and | have had, and M. Hall, have a good
personal relationship. There's noill wll here at all
It's just a matter of semantics and trying to work out the

details. Keep it there so we can read it.

When a gentl eman from Equitabl e approached ne,
had purchased this property several years ago as an
i nvestnment. Wen they approached ne to drill a well, a
conventional well, | believe it was, first, the 329 well, |
said it's no problem let's go forward. At that point in
time, | specifically asked, based on findings that | had on a
title abstract that | had run several years ago on the entire

McReynol ds tract, which constitutes al nost 600 acres. Based
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on that information and how you | ooked at title, this is one
of the...really the entire tract is screwed up in the fact
that it has problens with closure on titles. It has problens
with information contained within the deeds as to | ocati on.
So at that point in tinme, | spent a lot of noney having an
abstract run by an attorney, also a survey of the entire
tract that | thought pertained to ny part of the clains on
coal and gas. As a result of that, | brought that up to M.
Hall| here and shared that information with himsone tine ago
and he arranged sone neetings and | took that to the probable
owners. Well, at that point in tinme, the ownership changed
hands, so it's kind of like playing cards with a five hand
card player. So | kind of laid it aside. This wasn't that
kind of routine thing. But it all boils down to
interpretation of ownership. Under the...l'ma student of
science. |'man engineer. 1've done process control work

all ny life, over 40 years. W have basic scientific neans

by which we run a process. |It's based on four things,
process, level, flow, and tenperature. |It's very sinple, you
think, until you get into specifying instrunentation. If you

specify a valve, you have to go into a |lot of other things.
These guys fortunately don't have a whole lot to deal with in

carbon steel on their gas. But as a result of that
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information, | had the termmneral conme up and | think this

.1 was here to find out the basis for which they nmade their
claimthat | was kicked out. | haven't seen evidence of that
basi s even though |I've asked and M. Kiser called ne as |ate
as yesterday, gave ne a courtesy call, and I told himwe'd be
here and we'd just work it out today. So | haven't seen the
basis of that, and on advice fromny attorney, | was asked to
get that information. Wat was the basis for denial. To
this nmonent | haven't gotten that. You're going to read that
inm letter. So on that | can tell ny side of it to the
Board and there's been a |lot of work. You guys here this
nor ni ng probably have forgotten nore this norning about this
business than I'lIl ever know. | just amnot into that, but I
do have a scientific mnd. | will give the State of Virginia
a bi g appl ause, and including you people on the
term nol ogies, the definitions and everything in the Virginia
Code, which | have reviewed personally, and | think we agree
pretty much down the center on these issues. |If you get into
the terns, then | don't know, maybe M. Kiser can tell ne
what was the basis of the denial and then we'll go from
t here.

JIMKISER  Ckay. | apologize. | thought that's

what | did both yesterday and the day you cane by the office.
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LOYALL COUNTS. You just said...you didn't say

where. You said it was based on your abstract, based on---.
JIMKISER Based on a title opinion---.
LOYALL COUNTS: On your title opinion

JIMKISER ---the only estate that you all owned
was the surface.

LOYALL COUNTS: | apologize if |I m sunderstood you

JIM KISER  You' ve been reasonable to work wth.
There's no aninosity. The basis for this whole repooling was
that the title work that we did, exam nation that we did,
reveal ed...or our exam nation---.

LOYALL COUNTS: Well, let nme go a little bit

further, then, based on that. As far as | know, com ng out
of the Magna Carte of 12/16, the two kinds of property are
real and personal. Real property, according to English |ega
tradition, is the land and anything firmy attached to it,
such as buil dings and the permanent fixtures of those
bui I dings, and the m nerals beneath the surface of the | and.
Then we cone back to the termmneral froma scientific
basis and this is where | get into problens. Maybe you guys
can help. M definition, based on ny research, and I'l| give
you ny references first, the Carnegie Library, Pittsburgh

Sci ence and Technol ogy Departnent, United States Library of
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Congress, Mcrosoft Encarte, Encycl opedia Britannica, and
various dictionaries, and the Virginia Code, 45.1-361.1,
45. 1-361. 21 and 22, 45.1-180 called definitions. According
to ny assessnent of it, a naturally occurring honbgeneous
substance fornmed by inorganic process and having a
characteristic set of physical properties. A definite and
limted range of chem cal conposition and nol ecul ar structure
usual |y expressed in crystal form Any organic materi al
especially as distinguished fromanimal or vegetable form
m neral ol ogi sts use the termmneral for a substance that has
all four of the followng features: It nust be found in
nature; it nust be nmade up of substances that were never
alive; it has the sane chem cal nmakeup wherever it is found;
its atons are arranged in a regular pattern to formsolid
crystals. That's why rocks are sonetines descri bed as an
aggregate, or a conbination of mnerals. GCeologists extend
the definition to include clay, |oose sand and certain
| i mest ones.

Now, all of the ownership records that |I've seen
i ncludi ng the coal conpany's deed, as |ate as yesterday |
read it, they claimthat gas is real property. M
conclusion, the only thing that nakes it not real property is

the fact by the nere definition of gas itself. Gas is
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expandable. It noves. It migrates along the coal beds and
along the earth's strata. Therefore, soneone's gas that was
over there yesterday and it's on ny property today and over
t here sonewhere tonorrow, that makes it personal property,
not real property. That, to ne, if this is allowed to go on,
then ny personal property has been renoved. Now, |'m sure as
a good | awyer here, he can tell ne a |lot nore about this than
| know about real property. I|I'mnot a lawer. So, that's ny
definition. So, now based on that, 1'll read ny letter to
you and you nmay read along with ne, if you w sh.

"The wells |listed were all owed pool ed previously on
the dates described by the Virginia Gas and Q| Board. L. R
Counts, representative, L. R Counts, L. S. Counts and the
known heirs of I. B. McReynolds gas and oil estate through C
& R Associ ates were in attendance. Now, upon receipt of the
applicant's request for repooling, | asked through
applicant's counsel for the basis of this hearing. However,
to date | have received no answer; therefore, | offer no
coment on this proceedi ng except to ask the Gas and Q|
Board to consider the follow ng."

Before | go into this next thing. | have kind of a
little funny one to tell you. Down in Australia, you m ght

have heard it in the news, a couple of weeks ago the banana
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i ndustry has said they have found a way to nake a sell able
fuel fromthe nethane fromtheir overripe bananas. So ny
anal ogy of that, | guess if the judge tells ne a banana is a
mneral, I'mgoing to have to believe him So | thought 1'd
share that wwth you a little bit.

"I have, therefore, offered no comment on this
proceedi ng except to ask the Gas and O | Board to consider
the followng: The Virginia Suprenme Court opinion nunber
030634 dated March 5, 2004, Harrison Wite, LLC versus
Ratliff and others, applies to VC 535872, the opinion offered

resol ves the coal bed net hane ownership i ssue for the

af orenenti oned gas and oil estates.” Either way you guys
rule today, that still applies. "The new repooling order, if
allowed, will be solely allowed by the applicant's
interpretation of gas and oil ownership. | ask the Gas and

Ol Board to consider this repooling request is no better
than the first one and it's still subject to ownership
interpretation. So it's ny understanding the Virginia Gas
and O | Board does not act upon ownership issues; therefore,
|"masking the Virginia Gas and Q| Board to allow the
present pooling order to stand as such.™

| have to protect ny own personal interest prior to

anyone el se. That's ny conment.
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BENNY WAMPLER:  Questions from nenbers of the

Boar d.
(No audi bl e response.)

BENNY WAMPLER: M. Kiser, do you have any coment,

question or response?

JIMK SER  No. W would just...once again, we
spent quite a bit of tine and M. Hall and M. Counts, |
think are going to talk afterwards, but we've got certain
i ssues about...because of |essors and things, about what we
can provide himwth regarding our title work, but we're
going to provide himwth everything that's w thin out

purview to do so.

LOYALL COUNTS: | don't have any opposition to them
drilling their wells. They can go today to work if they
want. | don't have a problemwth that. | think that the

work on the ownership issue should have been worked out up
front, and | specifically asked a man, and | can't renenber
his nanme. He wasn't involved. He wasn't the guy | signed
the contract with. It wasn't the young man, it was sone

ot her body, and he said as far as he knew there was no

ownership issues. So, basically that's all |'m saying, but
that's...in their contract, it says that verbal commtnents
are not binding. So I'll take it at that.
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JIM KISER  Based upon the work that ny firmdid do
on the title on these two tracts, we would ask that these
particul ar applications, the repooling applications, be
approved as submtted to reflect the proper ownership of the
oil and gas estate.

BENNY WAMPLER: And you're representing that you

have certified title work that reflects that?

LOYALL COUNTS: | have certified title work, al so.

BENNY WAMPLER: That conflicts with his certified

title work or---?

LOYALL COUNTS. Here again, it would be based on

interpretation of that title work.
(Ms. Pigeon and M. Wanpler confer.)
BENNY WAMPLER:  Yeah, | guess the thing we're

in...you know, you're saying you have certain title that |I'm

taking to be supporting the way it was before. You have

certified title as to the change. W don't...we don't

resolve title here. Have you seen his certified title work?
JIM KISER No.

BENNY WAMPLER: Have you seen his certified title

wor k?

LOYALL COUNTS: No.

BENNY WAMPLER: Is it reasonable to continue this
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and you all swap certified title work and cone back and tal k
to the Board next nonth?

LOYALL COUNTS: Well, | don't want to hold themup

| f they want to go ahead and do whatever they've got to do,
that's fine. W can work out the issues. | think
presented letters the last tinme fromny counsel that we
stated our position on this. So, I think I've got to go with
hi s recommendati on based on those letters that |I've presented
to the Gas and G| Board. Further than that, | would have to
ask his approval before | could do that. He's unfortunately
out of town on vacati on.

JIMKISER |'mglad M. Counts brought that up.

He did submt letters at the previous hearings on these wells
stating that he was a conflicting clainmnt as a surface
owner .

LOYALL COUNTS: Al I'masking for is that the

Board continue it as it is until we work these probl ens out.

That's all I'"'msaying. | don't want to hold these guys up
if they want to drill the well.

BENNY WAMPLER: | don't want to offer any influence
to the Board, but absent continuation, I'll just tell where |

am W have before us an attorney who says his firm has done

the certified title work and, you know, he's here. You were
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on notice. Your attorney is not here. You know, you don't
have the conflicting information before us now. | would be
inclined to approve the application for repooling. That
doesn't even still close the door because it's pooled and it
could change if it's later worked out, wouldn't that be
correct? And...so it's...you know, it's no harm no fou
fromthat standpoint. However, you know, here again, |I'm
just stating for the record that's...that's how | feel.

JIMKISER Well, | could...these are the letters
fromM. Count's attorney, Dave Jordan, regarding the...lI
guess it just deals with 535872, which is one of the wells.
But the letters | think were presented at the prior hearing
in April.

BENNY WAMPLER. Do you want to just go ahead and

read it for the record?

JIMKISER  Yeah. It says, "Dear M. Kiser: It
has been brought to ny attention---." | guess they're the
sane.

DON HALL: It's the sane letter...no, they're
different.

JIMKISER Ch, it's different tracts. It involves
three different tracts. "It has been brought to ny attention

that ny client has been working with you and your client,
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Equi t abl e Producti on Conpany, to reach a resolution on the
ownership of the coal bed nethane rights on Tract 5 to well
535872," and in this letter Tracts 2 and 4 to 5378...535872.
"I't is my client's position that the coal bed net hane on
Tract 5 and on Tract 2 and 4 belong to the surface owners
L.S....L. R Counts and L.S. Counts."”™ Once again |'m not
trying...he has been a very good guy to work with. But ny
interpretation of this would be that if his lawer is stating
t hat the coal bed net hane belongs to themas the surface
owners, if they had...if they thought they had a cl ai mthat
it belonged to themas either an oil and gas or coal owner,
then these letters would state that. Al we're saying is
what they own is the surface, just |like apparently these
letter...to me that's what these letters say.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

LOYALL COUNTS: | would like to ask M. Kiser

one...one question if | may.

BENNY WVAMPLER: M. Counts.

JI' M Kl SER: Sur e.

LOYALL COUNTS: |s your abstract based on the term

"m neral "?

JIMKISER Well, what we actually did in this
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particul ar case, probably ran out all four estates in the
bundl e of sticks, the oil, gas, the coal and the surface.
Ol and gas being a mneral if that is what your question is.

LOYALL COUNTS: Ckay, you've answered ny question.

BENNY WAMPLER:  What's your pl easure?

DONALD RATLIFF: | nove to approve, M. Chairnman.

BOB W LSON: M. Chai rman, excuse ne.

BENNY WAMPLER: M. WIson.

BOB WLSON: Before we get into that, | have a

little problemhere. This well, which is being referred to
here as V-550329 is permtted, | believe, as P-550329. Sone

of the exhibits on the application are al so under P-550329.

We need to get established, | think, exactly which well we're
dealing with here or what the proper...it is permtted as P-
550329.

BENNY WAMPLER: W' ve got both in these exhibits.

DON HALL: That should be what it is. Those old
nunbers that start with...those nunbers that start with 55
and then have three digits at the end are wells that we were
going to drill years ago and never got...never conpleted
them The nunber stayed wwth them Now, they tell ne our
conputer systemwon't handle a three nunber system So, they

have to add 550 to it. In the...it would have been P-329 to
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begin with. Now, they' ve added 550. If it was permtted as
P, it should be P even though the plat says V. That's
pr obabl y---.

LOYALL COUNTS: | concur with M. Hall. That's..

that's what happened.
DON HALL: W probably need to give you a corrected
plat. Anything that has V on it, we should have P on it.

BOB WLSON: | was going to say | think there's

quite a fewthings in here that showit as a V well.

BENNY WAMPLER: Yeah, it has both of them

BOB WLSON: W woul d need, | guess, revised---.

DON HALL: Okay. Revised things for everything,
okay.
BENNY WAMPLER. Al right. W have a notion for

approval .

JI M M| NTYRE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.
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(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

Thank you, M. Counts.

LOYALL COUNTS: Thank you for your kindness and

attention.
(M. Kiser confers wth M. Hall.)
BENNY WVAMPLER:  |'m sorry, M. Kiser?

SHARON PI GEON:  He's talking to---.

BENNY WAMPLER:  OCh. The next itemon the agenda is

a petition from Col unbi a Natural Resources, LLC for creation
and pooling of a conventional gas unit 25406. This is docket
nunmber VGOB-04-0615-1303. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Colunbia Natural Resources, LLC. Qur
wtnesses in this matter will be Ms. Lynette Greene as to the
land matters and M. Robert Kennon as to the operations
matters. We'd ask that they be sworn at this tine.

(Ms. G eene and M. Kennon are duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.
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LYNETTE GREENE

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Ms. Greene, you are enployed by who and in
what capacity?

A Col unbi a Natural Resources as a senior |and
representative.

Q And you have testified before the Board on
force pooling nmatters and | ocati on exceptions in the past?

A Yes.

Q And your qualification as an expert in the

area of |and have been accepted by the Board?

A Yes.
Q And you're famliar with the application
that we filed seeking to establish a drilling unit and

pooling any unl eased interest for CNR well nunber 25406,
whi ch was dated May the 14th, 20047

A Yes.

Q Now, does CNR own drilling rights in the
unit involved here?

A Yes.
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Q And prior to filing the application, were
efforts made to contact each of the respondents nanmed within
the unit and an attenpt made to work out an agreenent

regarding the voluntary | ease fromall these fol ks?

A Yes.
Q And there's quite a few of them wasn't
t here?
Yes.
Q And what is the interest of CNR under | ease

within the unit at this time?

A 88. 987622.

Q And are you famliar with the ownership of
drilling rights of parties other than CNR underlying this
unit?

A Yes.

And what percentage remains unl eased at this
time?

11. 01%
And that's reflected in Exhibit B-3?

Yes.

o > O >

Now, subsequent to the filing of this
application, have you continued to attenpt to reach and

agreenent with the unl eased respondents |listed at Exhibit B-
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3?
A Yes.
Q But as a result of those efforts, have you

acqui red any new | eases since we filed the application?

A No.

Q And are all the unleased parties set out at
Exhi bit B-3?

A Yes.

Q Ckay, and incredibly with all these fol ks,

we do not have any unknown interest, right?

A Ri ght .

Q So in your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
her ei n?

A Yes.

Q And are the addresses as set out in Exhibit
Bto the application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo
all the unleased interest as listed at Exhibit B-3?

A Yes.

Q Are you famliar with...are you famliar
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with the fair market value of drilling rights in the unit

here and in the surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A It's a five dollar bonus, five year term and

a one-eighth royalty.

Q I n your opinion, do the terns you' ve just
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for drilling rights within
this unit?

A Yes.

Q Now, as to all the respondents listed in
Exhi bit B-3, the unleased fol ks, sone of whomare very
famliar to nme, and probably will elect to participate in

t hese wel | s---.

A Yes, they wll.

Q ---because they have in the past.

A That's what they chose.

Q They nmay be famliar to the Board, at | east
one of them I|'msure. Based on those fol ks who remain

unl eased, do you agree that they be allowed the follow ng

statutory options with respect to their ownership interest
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Wi thin the unit: one, participation; tw, a cash bonus of
five dollars per net mneral acre, plus a one-eighth of

ei ght-eighths royalty; or three, in lieu of a cash bonus and
a one-eight of eight-eights royalty, share in the operation
of the well on a carried basis as carried operator under the
follow ng conditions: Such carried operator shall be
entitled to his share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
thereof, or agreenents relating thereto of such tracts but
only after the proceeds applicable to his share equal to 300%
of the share of such cost applicable to the interest of a
carried operator of a |leased tract or portion thereof, or
200% of the share of such cost applicable to the interest of
the carried operator of an unleased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
the el ections by any respondents be in witing and sent to
the applicant at Col unbia Natural Resources, LLC, 900
Pennsyl vani a Avenue, Charleston, West Virginia 25302,
Attention: Lee Robinson?

Yes.

Q Should this be the address for all
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communi cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if no witten election is properly made by a respondent, then
such respondent shoul d be deened to have el ected the cash
option in lieu of participation?

A Yes.

Q Shoul d the unl eased respondents be given 30
days fromthe date of the execution of the order to file
their witten elections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well cost?

A Yes.

Q Does the applicant expect that party
electing to participate to pay in advance that share of
conpleted well cost?

A Yes.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order, and

thereafter annually on that date until production is
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achi eved, to pay or tender any cash bonus or del ay rental
becom ng due under the force pooling order?

A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate but fails to pay
their proportionate share of well cost to the applicant, then
their election to participate be treated as having been
w t hdrawn and voi d?

A Yes.

Q Do you recommend the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of those well costs, then any sum
becom ng due...any cash sum due that respondent under the
order be paid within 60 days after the |last date on which
such respondent could have paid or nade arrangenents for the
paynent of those well costs?

A Yes.

Q Since it's a conventional well, we don't
have any unknown and unl ocateable interest owners within the

unit, we don't need to...the Board does not need to establish

an escrow account for this well, is that correct?
A. That's correct.
Q And who shoul d be nanmed t he operator under

79



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

any force pooling order?

A Col unbi a Natural Resources, LLC

JIMK SER That's all | have for this w tness at
this time, M. Chairnman.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: | nay be m ssing sonething, but in

| ooki ng at your exhibit of the unleased parties, your B-3,
the second page of that under Tract 5, when |I'm | ooking under
Tract 5 over in Exhibit B, |I'm seeing people listed there
that are not listed here. Patricia Hogston, for exanple,

O. C. Beach and Del phia Davis, Rex...well, Rex Spencer is

listed.

JIMKISER Al right, let's see, Tract 5. W've
got Kathleen Muckie. Yeah...well, it |ooks |like we
m ssed- - -.

LYNETTE GREENE: They should be on there, Patricia

Hogston, O C. Beach---.
JIM KI SER Hogston, O C Beach---.
LYNETTE GREENE: Uh- huh

JIMKISER  ---and Del phia Davis.
LYNETTE GREENE: Mazi e, she's there.
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JIMKISER Rex is there and Mazie is there and
Ervin Kenkie. Oay. W need to file a revised B-3 then to
reflect those. Additional five mnute unleased interest in
that Tract 5.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: Next witness...call your next
W t ness.

JIMKISER Let nme nmake a note of this so | don't
forget.

BENNY WAMPLER:  |'m sorry?

JIMKISER Can |...can you give ne a second to

make nmy note of this so | don't forget?

BENNY WAMPLER.  Ch, sure. [|I'msorry.

(M. Kiser wites hinself a note.)

ROBERT KENNON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Kennon, if you'd state your nane for the

Board, who you're enployed by and in what capacity?
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A Robert L. Kennon. |'ma senior engineer in
t he engi neering departnent for Col unbia Natural Resources,
LLC.

Q And you too have testified on various other
occasions before the Virginia Gas and O | Board?

A Yes.

Q And do your responsibilities include the
| and i nvol ved here and in the surroundi ng area?

A Yes.

Q And are you famliar with the proposed
expl oration and devel opnent of this unit under the plan of
devel opnent ?

A Yes.

Q What is the total depth of the well under
the plan of devel opnent ?

A 5,198 feet.

Q And are we requesting that the force pooling
to exclude the designated formations and any other fornmations
i ncludi ng coal formations, which nmay between those fornmations
designated fromthe surface to the total depth drilled?

A Yes.

Q And what are estimated reserves for this

unit?
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A 415 mllion standard cubic feet.

Q Now, are you famliar with the well costs
for the proposed well ?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto this application?

A Yes.

Q Was t hat AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in particular in this
area?

A Yes.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well costs?

A Yes.

Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs?

A The dry hole costs are $193,886 and the
estimated conpleted well costs are $376, 744.

Q Does your AFE anticipate a nultiple
conpl eti on?

A Yes.

Q Does it include a reasonable charge for
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supervi si on?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Any questions fromthe Board?

(No audi bl e response.)

BENNY WAMPLER:  Can you explain on your...well,

maybe that's...never mnd. | thought...l was | ooking at your
| egend and saw existing well down below that. But the one
you have is properly labeled. It's 4996.42 feet away from
this well. Strike that. Do you have anything el se?

JIMKISER W'd ask that the application be
approved as submtted with the revision to Exhibit B-3 that
we'll submt reflecting any additional five mnute interests
in Tract 5 that are unl eased.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

DONALD RATLI FF: Second.
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BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on that agenda is a petition from Col unbi a Natural Resources,
LLC for creation and pooling of conventional gas unit 24979,
docket nunber VGOB-04-0615-1304. W' d ask the parties that
W sh to address the Board in this matter to cone forward at
this tine.

JIMKISER  Again, M. Chairman, JimKiser on
behalf of CNR My witnesses again will be Ms. Keene and M.
Kennon. | do have a revised Exhibit B-3 for this one.

(M. Kiser passes out a revised Exhibit.)

LYNETTE GREEN

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Ms. Geene, if you' d again state your nane,
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who you' re enpl oyed by and in what capacity?

A " m enpl oyed wi th Col unbi a Natural Resources
as a senior |and representative.

Q And your responsibilities do include the

| and i nvol ved here and in the surrounding area?

A Yes.
Q And you're famliar with the application
that we filed seeking the establishnent a drilling unit and

pooling any unl eased interest for CNR well nunber 24979,
whi ch was dated May the 14th, 20047

A Yes.

Q Now, does CNR own drilling rights in the
unit involved here?

A Yes.

Q And prior to filing of the application, were
efforts made to contact each of the respondents within the
unit and an attenpt made to work out a voluntary | ease
agr eenent ?

Yes.

Q And what is the interest of CNR under | ease
within the unit at this tine?

A 95. 336765%

Q And are you famliar with the ownership of
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drilling rights of parties other than CNRin this unit?

A Yes.

Q And what percentage remai ns unl eased at this
time?

A 4. 66%

Q kay. And that is a percentage of Tract 3

in the unit, is that correct?

A Yes.

Q This is essentially the Belcher heirs---?

A That's correct.

Q And that is actually | eased by CNX?

A Uh- huh, that's correct.

Q Now, so all the unleased parties are set out

in our revised Exhibit B-3?

A Yes.

Q Agai n, we don't have any unknown or
unl ocat eabl e parties?

A Yes. |I'msorry, we don't have any unknown.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
her ei n?

Yes.

Q And are the addresses set out in Exhibit B
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to the application the [ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

all the unleased interest listed at revised Exhibit B-3?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A It's a five dollar bonus for a five year

termand a one-eighth royalty.

Q I n your professional opinion, do the terns
you' ve just testified to represent the fair market val ue of
and fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A Yes.

JIMKISER M. Chairman, | would ask that the
testinony regarding the statutory el ection options afforded
unl eased parties and their different obligations with regard

those el ection options, the testinony that was taken in our
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previ ous hearing, being VGB docket nunber 04-0615-1303 be
i ncorporated for the purposes of this hearing.

BENNY WAMPLER:  That wi Il be incorporated.

Q And again, Ms. Greene, we don't need to
establi sh an escrow account ?

A That's correct.

Q And who shoul d be naned the operator under
any force pooling order?

A Col unbi a Natural Resources, LLC

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER:  Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: | guess | have one question. M.

Kiser, the statenent that you nade when we were | ooking at
Tract 3 and tal ki ng about the Bel cher heirs and you said that
was | eased by CNX Gas Conpany.

JI M KI SER Un- huh.

BENNY WAMPLER: | didn't understand what you neant

when you said that one is showing that it's unleased. |
t hought you---.

JIMKISER Well, it's unleased to us and we don't
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have a farmout or any agreenent fromthem But they've
agreed...we've notified them and they've agreed to all ow us
to force that interest and then what will happen is we wll
force pool it and then we will...l assune our agreenment wll
be that we'll handle any royalty paynents to their |essor.

BENNY WAMPLER:  Ckay.

JIMKISER  As opposed to | ast nonth when we force
pooled a well that had an Equitable | ease on it and we show
them as being | eased because we did have a farmout from
t hem

BENNY WAMPLER. Ckay. All right.

DONALD RATLI FF: M . Chai r man.

BENNY WVAMPLER M. Ratliff.

DONALD RATLIFF: |Is that why the zero acreage shows

up under the Belcher---7?

JIMKISER Right. John Belcher is just an agent.
The first time we filed this exhibit...our exhibits for
this, we had been told by M. Belcher that he was going to
bring an instrunment that showed he was the | egal attorney-in-
fact and agent for all of these other people and that way we
could have listed just him As it turns out, he never
produced it. So, we felt the conservative approach was to go

ahead and list all the different trustees that CNX didn't
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| ease fromand notify all of them

BENNY WAMPLER: Ckay. Thank you. O her questions?

(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

ROBERT KENNON

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M . Kennon, again state your nane for the
Board, who you're enployed by and in what capacity?

A Robert Kennon. |'ma senior engineer in the
engi neering departnment for CNR, LLC.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A Yes.

Q And are you famliar with the proposed

expl oration and devel opnent for this unit?

A Yes.

Q What is the total depth of this well?

A 5,075 feet.

Q And the estimted reserves for the unit?

A 375 mllion standard cubic feet.

Q Now, are we requesting the force pooling of
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conventional gas reserves not only to include the designated
formati ons, but any other formations excluding coa
formati ons which may between those formations designated from
the surface to the total depth drilled?

A Yes.

Q Now, are you famliar with the well costs
for this well?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A Yes.

Q In your opinion, was it prepared by an
engi neering departnent that's know edgeable in the
preparation of AFEs and in particul ar know edgeable in regard
to well costs in this area?

A Yes.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs?

A Yes.

Q And what are both the dry hole costs and the
conpleted well costs for this well?

A The estimated dry hole costs are $185, 275

and the estinmated conpleted well costs are $311, 204.
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Q Do these costs anticipate a nultiple

conpl eti on?

A. Yes.

Q Does your AFE include a reasonabl e charge

for supervision?

A Yes.

Q I n your

pr of essi onal

granting of this application be in the best

opi ni on,

woul d t he

i nt erest of

conservation, the prevention of waste and the protection of

correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this

time, M. Chairnmn.

BENNY WAMPLER

Boar d?

Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER

Kennon?

ROBERT KENNON

known as the HY-52.
SHARON Pl GEON:

ROBERT KENNON

nunber vyes.

VWhat is

The wel |

the well nunber, M.

nunber is 824979, al so

So, it should have an 8 in it?

824979,
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LYNETTE GREENE: The 8---.

JIMKISER The 8 just designates what, Virginia?

ROBERT KENNON: Well, it's just an old United Fuel

desi gnati on
JIMK SER W'I|l go back and anything that has not
got an 8 on it, we'll put an 8 on it.

SHARON Pl GEON:  We've got to have one set of

nunbers, guys. | don't care which set you choose.

BOB W LSON: M. Chairman, |'mnot sure, but |

believe it's permtted as 24979 without the 8 onit. That's
the way the permts nornmally cone in.

LYNETTE GREENE: They normally com ng w thout the

8?

ROBERT KENNON: They nornmally cone in with a five

digit nunber?
BOB WLSON:  Yes.

ROBERT KENNON: Again, the 8 is an internal conpany

designation. That's---.

SHARON PI GEON: So, we're going to put---7?

JIM KI SER Sharon Pigeon, you tell nme what you
want nme to do?

SHARON PI GEON:  Well, | want it to match the permt

nunber and so that's---?
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JIMKISER  Ckay.
SHARON PI GEON:  ---the 24979, right?

BOB W LSON: Uh- huh

ROBERT KENNON:  And we' ve worked with sonme ot her

conpani es that just use the five digit nunber in the
permtting process. | nean, that's the route that we go wth
t hat .

SHARON Pl GEON: But our exhibits---.

ROBERT KENNON: W would drop the 8 or the 6 or

what ever that mght be that first internal designation

SHARON Pl GEON: Qur exhibits, however, don't track

that---.

BOB W LSON: Yeah, this one...excuse ne.

SHARON Pl GEON: Sone of the exhibits have the 8.

So, we need those repl aced.
JIMKI SER B and B-3.

SHARON PI GEON:  The B-3 you just gave us as well.

JIM KI SER  Ri ght.
BOB WLSON: This particular well does not have an

application in at this point intine. So, | can't say what
it'"s going to cone in as. But |I think the key would be to
make sure internally that---.

ROBERT KENNON:  Yeah.
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BOB WLSON: ---everything that is submtted has

the sane nunber on it whether it has the 8 or not.

ROBERT KENNON: Ri ght.

BOB WLSON: Maybe there woul d be sone interna

comuni cation there before you submt either revisions to
this or the permt application.

BENNY WAMPLER: Do you have anything further?

JIMK SER Let nme ask, M. WIlson, these two or
three different revisions fromtoday, do we just send themto
your office to Diane and she'll take care of thenf

BOB W LSON: Yes.

JIMKISER W'd ask that the application be
approved as submtted with the caveat that we're going to
find out howit's going to be submtted for permt if it
hasn't been and nmake sure all the exhibits and all the
enuneration on the notices and application nmatch with the
permt, be it 824979 or just 24979.

BENNY WAMPLER:  Thank you. Anything further from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

MASON BRENT: Second.
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BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

Board nenbers, that finished our agenda itens. You received
a copy of the mnutes fromlast nonth's neeting and |']|
entertain a notion to approve those unless there's---.

DONALD RATLIFF: | nove those be approved as

submtted, M. Chairnan.

BENNY WAMPLER: Mbtion to approve as presented.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  They are approved. M. WIlson, do

you have anyt hi ng?
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BOB W LSON: No, sir.

BENNY WAMPLER: The hearing is adjourned. Thank

you very nuch.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed under ny supervi sion.

G ven under ny hand and seal on this the 9th day of

July, 2004.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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